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CONSOLIDATED 


FINANCIAL STATEMENT 


YEAR ENDED DECEMBER 31, 1970 
WITH 1969 COMPARISONS 


$16,199,508 
$ 891,881 


A Message from the President 


I am once again very pleased and proud to report to you the accomplishments of our 
Company over the past year. You will note that we have increased our profit by 49%. 
This makes it the third consecutive year of a substantial increase; in fact, earnings 
(after current income taxes payable) in 1968 of $61,311.00 rose to $597,628.00 in 
1969, and in 1970 to $891,881.00. Our sales have increased from $12,835,002.00 in 
1968 to $14,064,467.00 in 1969, and to $16,199,508.00 in 1970. Per share earnings 
(after current income taxes payable) have risen over the same period from 8¢ to 53¢ 
to 80¢ per share. Equally so, the cash flow has gone from $643,795.00 to $1,241,245.00 
to $1,698,264.00. 

It is my opinion that our Company has established a reputation as a major 
prestige Canadian Hotel Chain, of which I am extremely proud. I further feel a great 
deal of the credit for the accomplishments, both financially and reputation-wise, must 
go to the staff of all our Hotels. Their loyalty and productivity have accomplished 
these results. 

Our outlook for 1971 is very optimistic. The first quarter has again shown an 
increase over last year, and I will be reporting these results to you in the very near 
future. The year of 1971 is one of growth for our Company. The expansion taking 
place during this year will, in my opinion, have a very substantial affect on our future 
profits. The Skyline Hotel, London, England, located at Heathrow (London Airport), 
will open in October of this year, and the reception that we have already received 
from the airlines and industry, makes me feel quite confident that this will immediately 
upon completion be a great asset to us. The Toronto Hotel expansion is well under 
way. As you are aware, this consists of two first-run movie theatres, leased to 20th 
Century Theatres, a subsidiary of Famous Players, 17 shops, other dining facilities 
and possibly the most important of all, the largest hotel convention ballroom in 
Canada. This project will also be completed in October of 1971. 

Management recently has retired its first mortgage bonds and has now put itself 
in a position, and is under active negotiations, to complete a major long-term financing 
programme in a much more palatable money market. This new financing will replace 
all existing long-term debt, including the term loans arranged-to cover the expansion 
outlined above. 

I want to thank you for your continued support and confidence, and I assure you, 
as your Chief Executive Officer, that it is my intention to see that Skyline will continue 
to grow and prosper in a sound and orderly fashion. 


I remain, o 


W.R. Hodgson, 
President. 


Skyline Hotels Limited and Subsidiaries 
Consolidated Balance Sheet 


December 31, 1970 with 1969 Comparisons 


Assets 
CurRRENT ASSETS 1970 1969 
Cash ra SS ee ee ee S$. | 21,522 $ 20,122 
Accounts recetvable.. = 252 = SS 988,450 875,850 
Inventories —at c0st a eee 340,920 345,602 
Funds on deposit -............... el ee EE a we Se 758,572 883,305 
Prepaid expenses and sundry assets —........20.2...0....20-0000.-. 258,041 208,778 
$ 2,367,505 $ 2,333,657 
Fixe Assets (note 2) 2 oe ee $14,262,612 $12,743,840 
OTHER ASSETS 
Unamortized financing ‘costs <2 0 ee S45 715 $ 127,416 
Hotel opening and establishment costs 
(after amortization of $239,475) (note 8)............ 345,085 372,485 
Preliminary costs re Jamaica project (note 3) _........ 158,698 24,597 
Organization expenses = 62.22 34,339 7,839 
Share isshe costs: 2. 8 ee ee ee — 70,284 
Goodwill on consolidation (note 9 (a) ) —..0 82,160 82,160 
$ 765,997 $ 684,781 
Total assets 22.5323... eee es $17,396,114 $15,762,278 


Approved on behalf of the board: 
(Signed) W. R. Hodgson, Director 


(Signed) C. A. McKechnie, Director 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheet of Skyline Hotels Limited and 
subsidiaries as at December 31, 1970 and the consolidated statements of earnings, 
contributed surplus, retained earnings and source and application of funds for the 
year then ended. Our examination of the financial statements of Skyline Hotels 
Limited and one subsidiary of which we are the auditors included a general review of 
the accounting procedures and such tests of accounting records and other supporting 
evidence as we considered necessary in the circumstances. We have relied on the 
reports of the auditors who have examined the financial statements of the other 
subsidiaries. 


Skyline Hotels Limited and Subsidiaries 
Consolidated Balance Sheet 


December 31, 1970 with 1969 Comparisons 


Liabilities 

CuRRENT LIABILITIES 1970 
Pea tagepieciess (nete-4) 5 $ 366,692 
miccouits tayanle — trade. cece 1,527,702 

= ChisttmaCTON 8 _ 
Income taxes payable (note9 (b) ) 4,263 
Ree RUA ee eka 112,000 
Long-term debt due within one year —....00.2.00. 0. 543,900 
$ 2,554,557 
Paine FGM IIERT (NOE 9 pe 2 9,654,322 
DEFERRED INCOME TAXES (note 9 (a) ) 0.00. 445,137 
DAE PRETO SOLS a a per eee oe $12,654,016 
MINorITy INTEREST IN SUBSIDIARY ................. sat ee ene $ 38,166 
Shareholders’ Equity 

PEERS 5 POAC Bh ONE) ss so ace ene ls $ 2,752,030 
ened SOT IOP US 114,316 
Ree TERRI NGS oe eee 1,837,586 


$ 4,703,932 


$17,396,114 


The accompanying notes form an integral part of these consolidated financtal statements. 


In our opinion these financial statements present fairly the financial position of 
the Companies at December 31, 1970 and the results of their operations and the source 
and application of their funds for the year then ended, in accordance with generally 
accepted accounting principles which, except for the change to the tax allocation basis 
of accounting for income taxes as explained in note 9 (a) to the financial statements, 
have been applied on a basis consistent with that of the preceding year. 


(Signed) PERLMUTTER, ORENSTEIN, GIDDENS, NEWMAN & Co. 
Toronto, April 15, 1971 Chartered Accountants 


1969 
$ 157,288 
1,454,079 
769,324 
3,974 


492,500 


$ 2,877,165 
8,554,852 
(4,120) 


$11,427,897 


$ Se 


$ 2,752,030 


1,582,351 


$ 4,334,381 


$15,762,278 
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| $ 3,072,326 
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$ 3,930,174 
3,136,688 


1,019,460 


-Conditi greemen’ 


| due 19/2 and 19/5 Le so | 1,261,588 


452,737 


Betas 


290,496 
107,079 


$10,198,222 
543,900 


$ 9,654,322 


- ing . 
MD 


: : d) Principal pay 
are as follo 


oo 


oe Oia Stock 


Authorized ~ - 
3,000, 000 «: common shares without par value 


Tse and fully paid 
- 120 000 common shares _  . ee ee $2,752,030 


: eee Restriction 


| The debenture securing the bank term en provides that the Company may not 


pay dividends in ay one year in excess of oe per share without the prior consent. 


| of 7 bank. 


pee: 


8. ae AND AMORTIZATION _ a 1970 1969 


Depreciation of fixed assets... . > 741,975 $ 569,692 


Amortization of hotel opening: and establishment oe 
costs” oo aa _ §2925 52,320 


$ 774,900 $ 622,012 


Depreciation w was s provided a at the iollewne rates: 


‘Paving . - - — 496 of cost 


7 Building / : = 14% of cost 


: __ Leasehold improvements — amortized over term of lease (including, 


in one case, term of renewal options) 


_ ‘Equipment _ = 10% of cost 


_ Itis the Company’s ae to defer hotel opening and eablishment costs until a 


hotel or major addition opens for business. Subsequently these costs are amortized 


_ Over a ten year period commencing twelve months after each opening. As at 
December 31, 1970, unamortized hotel pene and establishment costs amounted 


; INcomE TAXES” 


a) In 1970, the Company and its subsidiaries adopted thee tax allocation basis of 
accounting for income taxes, and as a result reported net earnings for this year 
are $449,257 less than they would have been under the previous taxes payable 
method. For purposes of comparison, deferred income taxes for 1969 are 
_ reflected as a pro-forma adjustment in the statement of operations. 
~ Asat December 31, 1970, the cumulative net amount of unrecorded deferred 
tax credits in respect of 1969 and prior years aggregate $748,813. This amount 
includes $63,985 of unrecorded pre-acquisition deferred tax debits of a 
subsidiary, after giving effect to a draw-down in 1970 of $4,120 which has 
been reflected in the financial statements as a retroactive reduction of goodwill 
on consolidation. — 


bd) A subsidiary of the Company is entitled to the benefits of a ten-year tax 

holiday under Jamaican incentive legislation. However, during the year, the 
commencement date of the tax holiday was changed from 1969 to 197 O, result- 
ing in a liability for income taxes for 1969 of $3,974 (reflected as a. prior 
year’s adjustment in the accompanying financial statements) and ae in 
respect of the current year. 


-_¢) For income tax purposes, the Company and a subsidiary have tax hae 


and additional optional tax write offs aggregating ppeonin ey $554, se 
available to offset future years’ taxable income. 
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“LONDON CALLING” a 


on schedule—to meet the Fall, 1971 opening 


Dining Room 


Coffee Shop 


: BneR : 
Aerial View 


Tropical Gardens and Indoor Pool 


Henry VIII Room 


|. New 

~ South Extension 
opening 
Fall, 1971 


South View 
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